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Overview 
 
As a federally designated Metropolitan Planning Organization (MPO), SCAG is required to adopt a 
Transportation Improvement Program (TIP) for the six county region comprising Imperial, Los Angeles, 
Orange, Riverside, San Bernardino, and Ventura Counties—also referred to as SCAG’s Regional 
Transportation Improvement Program (RTIP).  The RTIP must include a financial plan that complies with 
federal financial constraint requirements.  In non-attainment and maintenance areas, the financial plan must 
limit the programming of projects for the first two years of the RTIP to those for which funds are available or 
committed (23 CFR 450.324(e)).  Revenues may be reasonably available in the third year of the RTIP to 
support programming levels for that year.  In accordance with 23 U.S. Code Section 134(h) and 23 CFR Section 
450.324(e), SCAG’s 2008 RTIP demonstrates financial constraint by identifying all transportation revenues 
including local, state, and federal sources available to meet the region’s programming totals.   
 
The policy boards of the region’s county transportation commissions and the Imperial Valley Association of 
Governments (IVAG) have approved their respective programs and committed necessary funds to implement 
the projects listed in the 2008 RTIP. SCAG has received final resolutions from each of the county transportation 
commissions and IVAG certifying financial constraint (see Attachment B).  Additionally, the 2008 RTIP is 
consistent with the adopted 2008 RTP (May 8, 2008) as required by the California Government Code, Section 
65080.   
 
SCAG’s 2008 RTIP utilizes the 2008 State Transportation Improvement Program (STIP) Fund Estimate, 
adopted by the California Transportation Commission on October 24, 2007.  Additionally, programming levels 
for the Regional Surface Transportation Program (RSTP) and the Congestion Mitigation Air Quality (CMAQ) 
program are based on estimated distribution of funds provided by the California Department of Transportation 
(Caltrans) to MPOs.  In addition to state and federal funded projects, the 2008 RTIP includes local projects that 
are regionally significant and may require federal approval, regardless of funding source.  Local funding 
sources associated with these projects are identified as well.  Consistent with federal guidelines, the 2008 RTIP 
revenues and programming estimates are expressed in year-of-expenditure (or nominal) dollars. 
 

Financial Capacity 
 

2008 RTIP SOURCES AND USES OF FUNDS 
The following financial capacity assessment for the 2008 RTIP shows that programming totals do not exceed 
projected revenues for the SCAG region.  The 2008 RTIP demonstrates financial constraint by year, limiting 
programming of projects in the first two years to those for which funds are available or committed.  
Additionally, revenues are reasonably available in the third year of the 2008 RTIP, consistent with programmed 
levels for that year. 
  
Local, state, and federal funding shares are presented below in Figures 1 and 2.  Total funds programmed for the 
SCAG region’s 2008 RTIP is $24.5 billion.  Local funds comprise 47 percent of total dollars programmed in the 
2008 RTIP, state funds 31 percent and federal funds 22 percent.  Uses of funds in the 2008 RTIP by modal 
category show that state highway projects total 54 percent of funds programmed, transit projects 24 percent and 
local road projects 22 percent. 
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Figure 1 
Summary of 2008 RTIP by Funding Source 

(in 000's) 

 
 

    
 Federal State Local Total     

2008/09 1,853,332 3,234,507 3,144,182 8,232,021     
2009/10 1,081,697 1,487,053 2,312,455 4,881,205     
2010/11 816,606 2,058,536 1,972,855 4,847,997     
2011/12 647,846 662,783 1,007,234 2,317,863     
2012/13 683,274 189,379 2,097,764 2,970,417     
2013/14 244,279 45,671 973,534 1,263,484     

Total 5,327,034 7,677,929 11,508,024 24,512,987     
% of 
Total 22% 31% 47% 100%     

 

Figure 2 
Summary of 2008 RTIP by All Programs 

(in 000's) 
    

 Local  
Highway 

State  
Highway 

Transit  
(includes rail) Total 

 
 

    
2008/09 1,417,671 4,691,521 2,122,829 8,232,021     
2009/10 1,037,537 2,320,211 1,523,457 4,881,205     
2010/11 1,096,330 3,069,298 682,369 4,847,997     
2011/12 544,497 1,066,492 706,874 2,317,863     
2012/13 930,992 1,553,273 486,152 2,970,417     
2013/14 415,084 429,315 419,085 1,263,484     

Total 5,442,111 13,130,110 5,940,766 24,512,987     
% of 
Total 22% 54% 24% 100%     

 
Additional details on revenue sources and uses are presented in the tables located in Attachment D.  There are a 
total of three tables in Attachment D including a table showing revenue estimates for the first four years of the 
RTIP (FY2008/09 – FY2011/12); a corresponding table showing programmed totals; and a final table 
comparing revenue estimates to the programmed totals. 
 

Financial Condition 
 
The 2008 RTIP relies on the financial forecasting model developed by SCAG for the region’s 2008 Regional 
Transportation Plan (RTP)—the long range plan for the six-county SCAG region.  The policies and investment 
strategies of SCAG’s 2008 RTP set the framework for the 2008 RTIP.  Further, the financial plan for the 2008 
RTP provides a basis for identifying how much money is available to support the region’s surface transportation 
investments. 
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The financial plan identifies all existing local, state, and federal transportation revenues that are committed, 
available, and reasonably available.  The region has successfully secured the necessary resources to support 
transportation investments proposed in past planning cycles and this financial plan continues to incorporate 
recent milestones in realizing additional sources of funds for transportation investments.  Since 2002, three 
counties within the SCAG region (Riverside, San Bernardino, and Orange) reauthorized their local sales tax 
measures with overwhelming voter approval.  More recently, the general electorate of California approved 
Proposition 1B, the Highway Safety, Traffic Reduction, Air Quality, and Port Security Bond Act of 2006, 
which provides $19.9 billion in infrastructure bonds for transportation improvements throughout the state.  
Additional legislative gains include the protection of Proposition 42 revenues (sales tax on gasoline) for 
transportation purposes with the passage of Proposition 1A. 
 
In developing the region’s financial plan, SCAG assessed the region’s growth trends and economic outlook, 
stability of revenue streams, debt management policies, and commitments to maintaining and operating the 
region’s transportation system.  The following discussion highlights these critical areas. 
 

GROWTH TRENDS 
General economic as well as demographic trends and conditions directly impact transportation revenues in the 
SCAG region.  The growth trends described in this section were integrated into SCAG’s financial forecasting 
efforts.   

Populat ion and Employment  Growth 
The SCAG region is the second most populated metropolitan area in the United States.  By July 1, 2007, the 
region’s population had reached 18.6 million residents, a 12 percent increase (2 million more people) from just 
seven years ago.  Population growth since the 2000 Census is attributable to natural increase (births minus 
deaths) and net foreign immigration (people who move to this region from foreign countries minus those who 
move away to foreign countries).  According to California Department of Finance (DOF) estimates, nearly 80 
percent of population growth (between 2000 and 2007) occurred in the age group of 36 years old or older.   
Los Angeles County accounted for 41 percent of the region’s growth over the last seven years, adding 813,000 
residents, while Riverside and San Bernardino Counties together added 804,000 residents.  In terms of relative 
growth, the Inland Empire and Imperial Valley are the fastest growing areas in the region.  Riverside County 
grew by 40 percent, San Bernardino County by 19 percent and Imperial County by 22 percent.  Nearly 46 
percent of the region’s growth occurred in areas outside of Los Angeles and Orange Counties.  Los Angeles and 
Orange Counties were the slowest growing counties—only 9 percent increase for each of these counties during 
the same period (between 2000 and 2007). 
 
In 2006, the region’s total employment was estimated to be nearly 8 million, growing by 500,000 jobs (7 
percent) from 2000.  The region’s economy is robust in terms of the number and type of jobs available to 
residents, with unemployment rate at an historic low of 4.6 percent in 2006. 
 
Income   

Income is one of the most important indicators of economic well-being in the region.  In 1999, per capita 
income of the region was approximately $21,000.  By 2006, per capita income grew to $25,000, an increase of 
20 percent.  After adjusting for inflation, per capita income has declined from 1999 to 2006 by 5.7 percent.  
Over the last three decades, the region’s per capita income ranking dropped from the 4th highest in 1969 to 7th in 
1989 and 16th in 1999.  The region continued to rank last in terms of per capita income amongst the 17 largest 
metropolitan regions in the nation in 2005.   
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ECONOMIC OUTLOOK  
Overall economic conditions play a large role in determining the level of revenues available for transportation.  
Although it is difficult to predict the future, SCAG’s financial model takes a conservative approach in 
forecasting revenues.  The approach includes maintaining historical growth trends for key revenue sources, 
including locally generated sales tax revenues as well as both state and federal gas tax revenues. 
 

Inf lat ion 
The effect of inflation can be significant, causing both costs and revenues to be higher in nominal dollar terms.  
Figure 3 shows inflation trends since World War II as measured by the Gross Domestic Product (GDP) Price 
Deflator.  Inflation has varied considerably over the long term, but has trended between 2 and 4 percent, as 
illustrated by the red line.  In recent years, inflation has increased.  SCAG’s revenue model utilizes historical 
inflation trends as measured by the GDP Price Deflator – an approach consistent with that used by the Federal 
Office of Management and Budget in preparing the Budget of the United States Government.  On the basis of 
this information, a 3.8-percent inflation rate is used to adjust revenue model data to nominal dollars (year-of-
expenditure dollars).   
 

FIGURE 3 HISTORICAL INFLATION TRENDS 

 

Source: Office of Management and Budget, Budget of the United States Government, Fiscal Year 2008 Budget (FY08). 

 

Construct ion Cost  Increases 
While revenues can be eroded by inflation, construction costs in California and the nation have escalated 
considerably over the last four years. This has been a major impediment to delivering transportation projects.  
The recent, large increase in construction costs is due to a variety of factors, including a building boom and 
higher demand for commodities in developing countries, especially China with construction for the 2008 
Olympics.  Figure 4 shows the increase in California highway construction costs.  It is unlikely that costs will 
continue to increase at a rapid rate in the future. The increase over the last few years is unprecedented.  The 
financial plan uses a 5.3-percent annual inflation factor to estimate future, nominal costs. 
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FIGURE 4 HIGHWAY PROJECT COSTS 

 

Source: California Department of Transportation 

Retai l  Sales  Growth 
Available land, population increases, and new retail locations are the biggest contributors to growth in retail 
sales.  According to statistics from the California Board of Equalization, retail sales grew by 2.3 percent in the 
SCAG region from FY1978 to FY2004, a period roughly equal in length to the 2008 RTP.  Growth was uneven, 
ranging from 1.3 percent in Los Angeles County to 5.5 percent in Riverside County.  The financial plan 
assumes that uneven growth will continue with retail sales growth ranging from 1.2 to 4.7 percent. 
 

Status of  the Federal  H ighway Trust  Fund 
The Federal Highway Trust Fund provides federal highway and transit funding from a nationally imposed 18.3-
cent per gallon gasoline tax1.  The Federal Highway Trust Fund has grown by 3.4 percent annually due to 
historical increases in fuel consumption, but recently a larger share is being devoted to transit as shown in 
Figure 5. 

FIGURE 5 STATUS OF THE FEDERAL HIGHWAY TRUST FUND 

 

Source: Federal Highway Administration, Federal Highway Statistics 2005 

 
                                                 
1 The federal gasoline excise tax is 18.4-cent per gallon.  However, only 18.3-cent is deposited into the HTF (15.44-cent for the 
Highway Account and 2.86-cent for the Mass Transit Account).  The additional 0.1-cent is deposited into the Leaking Underground 
Storage Tank Trust Fund.   
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Many public officials and transportation professionals have become concerned about the health of the Federal 
Highway Trust Fund, as expenditures authorized under Safe, Accountable, Flexible, Efficient Transportation 
Equity Act: A Legacy for Users (SAFETEA-LU) have outstripped revenues generated by the tax.  Figure 6 
shows a chart from a recent General Accountability Office (GAO) analysis of Federal Highway Trust Fund 
forecasts.  Congressional leadership has shown concern over the problem and SCAG’s financial forecasting 
model assumes that Congress will take action to ensure that the Highway Trust Fund maintains current funding 
levels. 
 

FIGURE 6 CURRENT HIGHWAY TRUST FUND YEAR-END BALANCE ESTIMATES 

 

United States Government Accountability Office, Highway Trust Fund: Overview of Highway Trust Fund Estimates, GAO Testimony Before 
the Subcommittee on Highways, Transit, and Pipelines, Committee on Transportation and Infrastructure, GAO-06-572T 

Status of  the State  Highway Account  
The viability of the State Highway Account remains a critical issue. The state’s gasoline tax revenues are now 
exclusively dedicated to funding the State Highway Operation and Protection Program (SHOPP).  As shown in 
Figure 7, previous levels of funding have been considerably less than actual needs. Continued under-investment 
in the rehabilitation and maintenance needs of the state highway system has serious ramifications—rapidly 
increasing the number of distressed lane-miles on the state highway system and eroding the condition of the 
state’s bridges. 

FIGURE 7 STATE HIGHWAY OPERATION AND PROTECTION PROGRAM 

 

Source: California Department of Transportation, 2007 Ten-Year SHOPP Plan 
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Statewide, the 2007 Ten-Year SHOPP Plan identifies $4.2 billion in annual needs, while the fiscally constrained 
funding plan for the next four years totals only $1.9 billion annually.   

Operating and Maintaining the Region’s Transportation 
System 
A core component of the region’s system management strategy is protecting our investment in the current 
transportation infrastructure.  The region has invested billions of dollars in developing its multi-modal 
transportation system and must protect these investments for current and future generations.  In accordance with 
federal guidance on fiscal constraint, the SCAG region addresses system level operation and maintenance needs 
in addition to estimating costs associated with capital expansion projects in both the RTP and the RTIP.   

HIGHWAY AND REGIONAL ARTERIAL SYSTEM O&M COSTS 
As a part of the region’s commitment to preserving existing transportation assets, costs associated with 
operating and maintaining both the state highway and regional arterial systems are reflected in SCAG’s 
financial forecasting model.  SCAG’s 2008 RTP identifies a total of $51.6 billion in costs (through the year 
2035) to operate and maintain the region’s state highway and arterial systems.  SCAG recognizes the 
importance of obtaining additional funding to fully realize this level of investment.  As such, SCAG continues 
to maintain the importance of adjusting the state gas tax to maintain historical purchasing power.   

TRANSIT O&M COSTS 
Future transit O&M costs are difficult to predict because they depend on a variety of factors, such as future 
revenue-miles of service, labor contracts, and the age of rolling stock.  The addition of new transit service and 
capital projects can add to ongoing O&M costs.  Over the last decade, these O&M costs grew 1 to 10 percent 
annually depending on the transit operator (see Figure 8).  Some of the differences in O&M growth are due to 
rapid expansion among the newer operators and outsourcing among the older operators. 

FIGURE 8 GROWTH IN TRANSIT OPERATING AND MAINTENANCE COSTS 

 

Source: SCAG Analysis of National Transit Database Statistics 
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In SCAG’s financial forecasting model, transit O&M costs are estimated based upon historical increases: 
• The regional average increase (4 percent) is used for most operators.  This assumes that some of the 

extraordinary increases for individual operators due to rapid expansion will not continue into the future. 
• For Los Angeles County, the financial plan relies on detailed forecasts from the county transportation 

commission.  These forecasts are consistent with historical data and take into account large shifts in 
O&M costs due to major capital projects. 

• Through the year 2035, $164.4 billion in transit operating and maintenance costs are identified in the 
2008 RTP financial forecast.   

 

Debt Management Policies 
 
The local county transportation commissions in the SCAG region issue both short- and long-term debt on an as-
needed basis.  Primarily secured by local sales tax programs, long-term debt has been issued to fund a portion of 
the capital development costs of transportation systems throughout the region where doing so is cost-effective, 
fiscally prudent, and enhances the ability to facilitate project delivery.  Short-term debt instruments have 
included commercial paper, tax and revenue as well as grant anticipation notes to provide interim cash for 
projects.  In the SCAG region, general policies in the sale and management of debt have been to issue bonds 
subject to debt limitations; to maintain strong debt service coverage requirements; to obtain the highest possible 
credit ratings and the lowest cost of borrowing; as well as to minimize risk exposure.  There are specific 
limitations by each local county transportation commission as to the amount of debt that can be incurred at any 
time:  

• Riverside County Transportation Commission (RCTC) limits its outstanding bond debt to $525 million 
under the 1989 Measure A and $500 million under the 2009 Measure A.  As of June 30, 2007, RCTC 
had $65 million in outstanding sales tax revenue bonds.  RCTC maintains an overall “AA+” rating from 
Standard & Poor’s (S&P) and an “Aa2” rating from Moody’s Investors Service (Moody’s).  In 
September 2006, S&P upgraded RCTC’s rating to “AA+” based on a revision to S&P’s U.S. public 
finance special tax criteria.  The sales tax revenue bonds are amongst the highest-rated transportation 
bonds in the nation.  In March 2005, RCTC established a $185 million commercial paper program to 
provide advance funding for 2009 Measure A capital projects.  The commercial paper notes are rated 
“A1+” by S&P and “P1” by Moody’s.  As of June 30, 2007, RCTC had $80 million in outstanding 
commercial paper notes.  The commercial paper notes are expected to be refinanced with the issuance of 
long-term debt secured by sales taxes from the 2009 Measure A.2   

• As of June 30, 2007, Orange County Transportation Authority’s (OCTA) outstanding debt consisting of 
bonds, commercial paper notes, certificates of participation, and capital leases, totaled $508 million, net 
of unamortized amounts.  The current portion of this debt totals $79 million.  Final maturity of the 
Measure M Sales Tax Revenue Bonds is scheduled for 2011, when the current Measure M sales tax 
program expires.  OCTA refinanced the taxable bonds assumed in the 91 Express Lanes purchase with 
tax-exempt bonds in November 2003.  Final maturity date on these bonds is December 2030.  Final 
maturity for the transit certificates of participation is scheduled for July 2007.3   

• The Los Angeles County Metropolitan Transportation Authority’s (LACMTA) outstanding debt (both 
long-term and commercial paper notes) totals $3.6 billion as of August 2007.  Of this total, Proposition 
A and C Sales Tax Revenue Bonds total $3 billion.  Debt affordability targets and policy limits are set as 
a percentage of revenues used to pay debt service in categories of allowable uses.4   

                                                 
2 RCTC Comprehensive Annual Financial Report, Fiscal Year Ended June 30, 2007 
3 OCTA Comprehensive Annual Financial Report, Fiscal Year Ended June 30, 2007 
4 LACMTA Comprehensive Annual Financial Report, Fiscal Year Ended June 30, 2007; also, LACMTA debt policy and program 
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• As of June 30, 2007, San Bernardino Associated Governments (SANBAG) had outstanding debt totaling 
$107 million.  These sales tax revenue bonds are backed by the full faith and credit of SANBAG’s 
Measure I Transactions and Use Tax.  SANBAG continues to be well under the $500 million 
indebtedness limit as set by Ordinance 89-1, Measure I Transaction.5   

Conclusion 
 
The financial conditions presented provide the overall context for the 2008 RTIP.  Incorporating the analytical 
framework presented in this section to better gauge the region’s financial capacity, the Regional Funding and 
Expenditure Tables in Attachment D reflect a comprehensive investment package consistent with the region’s 
long-term transportation vision as delineated in the adopted 2008 RTP.  Further, the 2008 RTIP for the SCAG 
region is financial constrained in accordance with 23 U.S. Code Section 134(h) and 23 CFR Section 450.324(e).  
All programming totals are consistent with projected revenues.  The policy boards of the region’s county 
transportation commissions and Imperial Valley Association of Governments (IVAG) have approved their 
respective programs and committed funds to implement the projects listed in the 2008 RTIP.  County 
resolutions are included in Attachment B to demonstrate financial commitment to these projects.   Additional 
documentation is provided in the following supplementary attachment section.   
 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 

                                                 
5 SANBAG Comprehensive Annual Financial Report, Fiscal Year Ended June 30, 2007 




























































































































